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The number of Special purpose acquisition companies (SPACs) have increased, especially in 

the last two years. Investors in the market have also started to invest in SPACs. The growth in 

popularity of Initial public offerings (IPOs) has been driven by many factors, such as the market 

environment, the increase in the amount of money distributed by central banks and govern-

ments, and the interest in risky investments. The purpose of this bachelor’s thesis is to examine 

the possible returns from SPACs, as well as the factors effecting their trading price. The thesis 

consists of a theoretical and an empirical part. The empirical part of the research was carried 

out as a quantitative study, and the material was collected from a database of SPACs.  

Based on the study, it can be said that by investing in SPACs, it would have been possible to 

get an excess return in the selected period. However, the timing and selection of the right SPACs 

play an essential role – and the reliability of the study results would have been better if the 

sample had been larger and the review period longer. The small study material was selected as 

a research subject, as the purpose of the study was also to better understand the factors affecting 

the share price of SPACs. Moreover, on the basis of the study, no specific factor can be identi-

fied that would increase the share price of the SPAC, for example in announcement of the mer-

ger.   
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Yritysostoihin tarkoitettujen erillisyhtiöiden määrät listautumisissa ovat kasvaneet erityisesti 

viimeisen kahden vuoden aikana. Myös markkinoilla olevat sijoittajat ovat lähteneet mukaan 

sijoittamaan yritysostoihin tarkoitettuihin erillisyhtiöihin, vaikka sijoitusvaiheessa sijoittajilla 

ei ole tietoa siitä, mitä käytännössä sijoitukselleen saa. Listautumisten suosion kasvuun ovat 

vaikuttaneet monet tekijät, kuten markkinaympäristö, keskuspankkien ja valtioiden jakaman 

rahamäärän kasvu sekä kiinnostus riskisijoituksia kohtaan. Tämän kandidaatin tutkielman tar-

koituksena on selvittää, erillisyhtiöistä saatavia mahdollisia tuottoja, sekä niiden pörssikurssiin 

vaikuttavia tekijöitä. Tutkielma koostuu teoreettisesta sekä empiirisestä osiosta. Tutkielman 

empiirinen osuus toteutettiin määrällisenä tutkimuksena ja aineisto kerättiin erillisyhtiöistä 

koostuvasta tietokannasta.  

Tutkimuksen perusteella voidaan sanoa, että erillisyhtiöihin sijoittamalla on voinut saada yli-

tuottoa valitulla aikavälillä. Ajoituksella ja oikeiden yhtiöiden valikoimisella on kuitenkin suuri 

rooli – ja tutkimustuloksen luotettavuus olisi ollut parempi, mikäli otanta olisi ollut suurempi 

ja tarkasteluaikaväli pidempi. Pieni tarkasteluaineisto valikoitui tutkimuskohteeksi, sillä tutki-

muksen tarkoituksena oli ymmärtää paremmin myös erillisyhtiöiden osakekurssiin vaikuttavia 

tekijöitä. Tutkimuksen perusteella ei kuitenkaan voida todeta mitään tiettyä tekijää, joka nos-

taisi erillisyhtiön osakekurssia esimerkiksi yrityskaupan ilmoituksen yhteydessä. 
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1. Introduction  

The number of Initial public offerings (IPO) on various stock exchanges around the world has 

increased significantly in recent years, especially in 2020 (Statista 2021). Listing on a stock 

exchange for public trading is one way to raise more capital for business development. In addi-

tion, listing on a stock exchange also gives visibility for the company, which can help grow 

business. However, IPOs is made challenging by a long and bureaucratic process, involving an 

all-encompassing due diligence process and listing pricing. The IPO process can take a long 

time and also be expensive. (Harvard Law School Forum on Corporate Governance 2018; Ro-

drigues & Stegemoller 2014)  

 

An alternative to the IPO has become of Special purpose acquisition companies (SPACs). The 

idea of SPAC is only to raise capital through listing. After the listing, SPAC has 18 or 24 moths 

to find a company that has the business and merge or acquisition with it. The long IPO process 

can be rotated to using SPAC. (Murray 2017; Rodrigues & Stegemoller 2014) The number of 

SPAC IPOs has also increased in recent years in the United States (SPACInsider 2021b). The 

heating of the stock market and the rise in shares have also been reflected in the rise in SPACs 

share prices. Lower monetary policy and interest rates have provided a large number of Amer-

icans with the opportunity to enter the stock market, and some of that money has also gone into 

SPACs. (Greenspan 2021) 

 

This bachelor’s thesis examines with performance of five selected SPACs compared to S&P 

500 index from the investor perspective in the short run. A portfolio of five SPACs have been 

formed. The purpose of SPAC IPOs is to facilitate companies’ access to public trading and their 

use as a means of listing has increased. At the same time, investors’ enthusiasm in SPACs as 

an investment target has also increased.  Therefore, it is also important to examine the benefits 

of SPACs from an investor perspective and to better understand the factors effecting to the 

SPACs’ stock prices. The first SPAC Exchange Traded Funds (ETF) have already entered the 

market and therefore exploring it an investment target is timely.  
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1.1 Research objectives and questions 
 

The purpose of this bachelor’s thesis is to study how five selected SPACs have performed in 

the short run compared to S&P 500 index in U.S markets. SPACs to be considered have been 

selected for the study on the basis of their size, trading volume and publicity. The performance 

indicators in this study are Treynor ratio and Jensen Alpha. The aim of the study is to find out 

whether there are significant differences between selected SPACs at the portfolio and S&P 500 

index as an investment opportunity in the short run. The research also aims to understand the 

effect of market rumors or news on the price of SPAC’s share, as well as what effect the publi-

cation of the acquisition has on the share’s price. The main research question of the study is:  

 

Would it have been possible to acquire excess returns by investing towards five selected 

SPAC companies compared to the market index during the period of 4.1.-31.3.2021? 

 

The research sub-questions can be used to study in more detail the second objective of the 

research – the factors which affect SPACs’ share price. Further, the second sub-question exam-

ines, how the announcement of a transaction or merger will affect the stock exchange price of 

SPACs. The aim with the research sub-question are to understand better the behavior of SPACs 

share price, because there are differences between SPACs and normal public companies. Based 

on the sub-research question, the study provides more information and support is given to the 

main question:  

How rumors and market news affect the SPACs’ share price? 

What is the effect of announcement of the merger or acquisition on the SPAC’s share price? 

 

Justification for the small data is that the purpose of the dissertation is also look at each com-

pany in the portfolio more specifically. Therefore, the sub-research questions have been also 

selected for the study. In generally the purpose of the study is to look extensively at SPACs 

behavior and thus also at the potential returns offered to investors.  
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1.2 Previous research  
 

Previous research on SPACs have been published SPACs for the first time in the early 2000s 

and have dealt superficially with SPACs (Jog & Sun 2007). In a research by Jog & Sun (2007), 

SPACs were referred to as a Blank check IPO.  The performance of SPACs has been studied 

from the early 2000s to the financial crisis, when the numbers of SPACs increased. The study 

examines at the longer-term performance of SPACs. (Kolb & Tykvova 2016) Everhart and 

Amani (2020) examined SPACs’ mergers and acquisitions, particularly for high-technology 

companies and unicorns. Factors related to the success of SPACs has studied by Cummin, Haß 

& Schweizer (2014). The problems of SPACs contracts and poor acquisitions close to the ma-

turity have been studied by Dimitrova (2017). The study demonstrates that the SPACs have 

under-performed and the reason for under-performing may include contracts that encourage to 

make a bad deal, as they can defer collateral payments as well as raise capital compensation. 

Aktas, Andries, Croci and Ozdakak (2019) have studied the companies’ financing arrangements 

and IPOs. The study indicates that countries with stable financial and economic systems, IPOs 

are a better way to raise equity. Publicly traded companies have been examined for instance by 

Chemmanur and Fulghieri (1999).  

 

Previous studies on the performance of SPACs have focused on the time of the financial crisis 

and in addition, the studies deal with long-term performance (Cummin, Haß & Schweizer 2014; 

Kolb & Tykvova 2016). In recent research works related typical SPAC’s merge companies like 

high-technology companies and startups as well as success factors of them. The differences 

between SPAC-IPOs and IPOs have been studied a bit and the process leading to the IPO of a 

company through SPAC (Collins 2012). Due to the increase in the number of SPACs, it is 

important to study the performance of SPACs in recent years. The research can provide results 

that indicate differences in the performance of SPACs in the recent years compared to the earlier 

researches. Further, this study deals more with the performance of SPACs from an investor 

perspective, especially in the short-term yield.   

 

More recent research related to SPACs is represented, for example, by the Greenspan (2021) 

study. The study deals with the SPAC boom and related factors. The largest investment banks 

Goldman Sachs and Morgan Stanley participated in the subscription of SPACs. In addition, 

research deals the SPAC boom for factors such as monetary policy as well as lower taxes and 

interest rates. The SPAC boom is also seen to be linked to the rise in stock market, in example, 
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GameStop and AMC seen in early 2021, monetary policy factors mentioned above as well as 

American gambling.  

 

1.3 Theoretical framework 
 
The theoretical framework of the study is the literature and theories related to SPACs as well 

as performance indicators. The aim is to examine the short-term performance of SPACs and the 

impact of the announcement of the acquisition or merger on share prices. It is also intended to 

study, how the performance of SPACs differs from the performance of S&P 500 index in the 

short-term as measured by different performance indicators. Existing studies that refer to the 

research topic are also presented in a theoretical framework. Thus, the theoretical framework is 

built on the various stages as part of the SPAC process and, finally, the acceptable announce-

ment of the acquisition. The theoretical part of SPACs is based on the establishment of a sepa-

rate company, IPO, as well the announcement of a company merger or acquisition or the return 

of capital. Instead, the theoretical part of the study for measuring performance is based on a 

comparison between selected SPACs and S&P 500 index with three different performance in-

dicators.  

 

1.4 Research method and material 
 
The research is carried out as a quantitative study. The purpose of the research is to examine 

performances between SPACs and S&P 500 index. The selected research questions help to 

examine this research, which the quantitative research was chosen as the research method. 

Quantitative research typically focuses to determine numbers and phenomena are described 

using numerical quantities. Further, quantitative research can be used to determine dependen-

cies as well as changes. (Heikkilä 2014) The research material has been taken from the online 

database (Stock Market MBA 2021). These companies were selected for the study because of 

the volume of trading as well as general visibility, which allows a more meaningful look to be 

made. In this study, it has been desired to limit the number of companies under investigation 

because he can view and exchange news and the effects of rumors and the effects of the 

acquisition on stock prices. The review period is three months from 4 January 2021 to 31 March 

2021. 
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1.5 Delimitations of the research 
 
The research is limited to SPACs in the United States during the period considered. SPACs on 

other countries were not considered in this study. The study also does not take a position from 

the companies' point of view on which form of listing would be better or how financing 

arrangements can be made. The perspective of the studies is to look at the returns offered to 

investors during the period considered. This study is limited to only five selected SPACs for 

which data are available for the entire selected period. The companies selected were also not 

affected by whether or not SPAC had merged at beginning of the period considered. As the 

study is limited to a very small sample, no far-reaching conclusions can be drawn from the 

results of the study on the benefits or risks of SPACs as an investment asset. The lack of 

scientific research also places limitations, especially on the assessment of SPAC’s trading 

prices.  

 

2. Theory and hypotheses  

This chapter reviews the relevant theories for this study, i.e., an overview of SPACs and IPOs 

as well as short-term performance and performance metrics used in the study. The hypothesis 

for this study is that examine in selected SPACs’ portfolio may yield better returns that the 

index in the short run. During 2020 and early 2021, SPACs have provided tremendous returns 

to investors. Long-term research on the returns of SPACs has been conducted by Klausner & 

Ohlrogge (2020), among others, where they study that while the IPO price of SPACs is 10 

dollars, the median price of a SPAC when announcing an acquisition is only 6,67 dollars. In 

addition, the risks associated with SPACs are significantly higher than investing in the S&P 

500 index, as SPACs do not have a business before the merge and merger occurrence, 

depending on the investment phase, is not even certain. However, the starting point is to seek 

short-term returns, so the long-term return expectation is not addressed here. 

 

2.1 Special purpose acquisition company (SPAC) 
 
SPAC refers to a separate company that has no business or business plan at all. A separate 

company is established only because it raises money from investors for listing by issuing shares 

and warrants. The capital raised is intended to merge with another company that already has a 
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business. Going public through SPAC is an easier way to list for public trading than a normal 

IPO.  (Kolb & Tykvova 201) Lawrence (2021) describes SPACs as follows in the study: 

“SPACs are shell companies whose purpose is to raise capital via IPO solely to later merge with 

another company – thereby taking that company public while foregoing the usual regulatory 

procedures of a traditional IPO.” SPAC has 18 months to announce the acquisition and a total 

of 24 months to decide whether to merge with the company that owns the business or whether 

it will be part of the entire company. (Anup 2016; SPACInsider 2021a) Generally, about 85-

100 percent of the capital received from the IPO is held in a trust, so-called pledge, and the 

funds will be released if the acquisition takes place or the SPAC is dissolved. Usually, the listing 

value of one share is $ 10, which is kept in a credit account. (Collins 2012; Investor 2020)  

 

The number of SPAC IPOs has grown significantly in recent years, especially in the last two 

years (Greenspan 2021). The graph below shows over 11 years how the number of SPAC IPOs 

has risen tremendously. Transaction sizes, on the other hand, have remained more even, and 

the increase in SPACs has not significantly increased the size of a single transaction. 

 

 

Graph 1. SPAC IPOs and Average IPO Size in millions 2009-2020  
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SPACs tend to make a merger with high-tech firms such as artificial intelligence, electric vehi-

cles (EV), machine learning, and others with similar companies. This has also been stated by 

Everhart and Amani (2020) in their study, in which SPACs operate primarily in the field of 

technology and seek to find the next unicorn. The most famous SPAC companies in the recent 

few years have done a merger with companies that develop EVs. Famous of these is Electric-

truck maker Nicola Motor Co., which was gone public via SPAC in the summer of 2020. 

Churchill Capital Corporation, which also involved in this study, announced in February that it 

will make a merger with Lucid Motors, a developer of EVs. Investors interest in the EVs’ busi-

ness is growing as the need for EVs increases in the future due to climate targets and emission 

reductions increase. (Crunchbase News 2021; SPAC Research 2021) 

 

2.1.1 SPAC ETFs 
 
 
For investors, SPACs offer a different investment opportunity than a normal IPO. Investor does 

not know where the invested funds will be used by participating in the SPAC. In practice, 

investors participate in SPACs on the basis of speculation, which is influenced by, among other 

things, the management of the separate company and their ability to merge with another 

company. (Collins 2012) In general, the management of SPAC companies consists of business 

professionals with a previous track record (Jog & Sun 2007). The first SPAC ETF has been 

published, allowing investors to participate in SPAC-IPOs without direct investment in them. 

The introduction of ETFs into the market may increasingly attract investors to invest in SPACs, 

as in the case of a fund, the investor does not have to take a position on which SPACs to invest 

in. 

 

2.2 Initial public offering (IPO) 

 

Listing on a public stock exchange means that the company's shares are publicly traded on the 

stock exchange where the listing takes place. The IPO offers an opportunity to create a 

secondary market for the company's shares, which contributes to the formation of the market 

price. (Corporate Finance Institute 2021) This study deals with listings in the United States, so 

when looking at the IPO process, the review focuses on the territory of the United States and 

the laws that apply there. A listed company must complete a U.S. registration form. Securities 
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and Exchange Commission (SEC), usually FORM S-1. (Investor 2013) The IPO will enable the 

company to obtain financing for investments by issuing a new share issue in connection with 

the listing. On the other hand, old shareholders or company founders may want to exit the 

company, which is why the company may also be listed on a stock exchange. In addition, with 

the IPO, the company will receive publicity, which may have an impact on the growth of its 

business. Secondly, stock exchange also brings obligations – reporting and inside information. 

Typically, investment banks are strongly involved in the IPO process. (Corporate Finance 

Institute 2021) 

 

There are many reasons why companies choose to go public stock exchange. Listed companies 

can be distinguished from a few accesses to unlisted companies. The first reason is that the 

company's ownership base expands in connection with the IPO, when before the IPO it could 

have consisted of only a few large shareholders, such as private equity investors as well as 

founders. Secondly, a public company or a company intending to do so must convince investors 

of the company's business operations, so that, for example, capital can be raised in connection 

with the listing. The number of investors to be insured is much larger. Third, a public company 

receives a market price and the amount of misinformation decreases compared to unlisted 

companies. (Chemmanur & Fulghieri 1999; Hanley Weiss 1993; Pagano, Panetta & Zingales 

1998) 

 

2.3 Performance indicators  

 

In this research, three different performance measures are used to compare the differences in 

the performance of selected SPACs and S&P 500 index. The metrics used are Treynor ratio and 

Jensen Alpha. The indicators have been selected on the basis that they are believed to provide 

a sufficiently comprehensive result as to whether there are differences in performance in the 

short-term between SPACs and market index. Treynor ratio and Jensen Alpha measure 

performance relative to beta, or market risk alone. These believe that market risk and 

diversification “shed” off idiosyncratic risk, so it does not need to be taken into account. 

 

By using performance metrics, a situation can be targeted that gives the end result, any of the 

merits can draw a conclusion based on the main research question. The hypotheses are as 

follows:  
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H1: selected SPAC portfolio performed better during the period under review than S&P 500 

index based on previous studies on the subject and based on the general market situation.  

 

H2: the beta of SPACs, i.e. their market risk, is significantly higher than that of S&P 500 index. 

 

3. Methodology and data 

The methodology chosen for this study is quantitative. Moreover, this study will include an 

event study and literature of SPACs and IPOs. With quantitative methods as well as early liter-

ature. Based on quantitative methods as well as previous research, the aim is to find out the 

returns of SPACs compared to the market index and understand SPACs behavior using research 

questions. 

 

3.1 S&P500 Index 

 

The S&P 500 index is an index of the 500 largest companies on the Nasdaq U.S and NYSE in 

terms of market capitalization. In some cases, the index can be considered a market index 

because the companies in the index make up a significant portion of the shares traded in the 

U.S. and thus also companies that are significant on a global scale. The S&P 500 index is 

perhaps one of the most significant stock indices because of its huge market value. In this study, 

the S&P 500 index is used as the benchmark for the reasons mentioned above, and thus the 

comparison makes sense because the investor can choose whether to use his assets for the SPAC 

portfolio or the S&P 500 index. (Loughran 1993) 

 

3.2 Data 

 
The data used in this study have been collected from the Stock Market MBA database (Stock 

Market MBA 2021). The criteria for data collection were as follows: 1. Data must be available 

from SPAC at the time of the review and must have been traded throughout the review period. 

2. SPACs must be listed in the United States. 3. SPAC companies with a market capitalization 

of more than $1billion at the stage of selection of the companies selected for the portfolio. 
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Based on this criteria, five SPAC companies were chosen for the portfolio, each of which meets 

the above criteria. The combined return of the portfolio is compared to the market return over 

the same period, which in this study is the S&P 500 index. The risk-free interest rate is the U.S 

Treasury Bond's 3-month risk-free interest rate of 0.09% during the period under review. 

 

3.2.1 Portfolio 
 

The portfolio of SPACs consists of five SPAC companies, all of which meet the criteria 

discussed in the previous section. The portfolio is balanced, with the same number of shares in 

each SPAC company. The portfolio was formed on 4 January 2021 and the shares were 

purchased for the theoretical portfolio also on the same day, at the market prices of that day. 

The return on the portfolio is examined from the start date of the portfolio until the last day of 

March, from which the return on the shares in the portfolio and the total return on the portfolio 

have been measured. It should be noted that the names of the companies on the stock exchange 

may have changed with the subsequent merger. The table below shows the companies that make 

up the portfolio. 

 

Table. 1. SPACs and market cap 

COMPANY NAME MARKET CAP (MILLION DOLLARS) 
Pershing Square Tontine Holdings, Ltd. Class A  $                                         4 840  
Churchill Capital Corp IV Class A  $                                         4 041  
Social Capital Hedosophia Holdings Corp. VI Class A  $                                         1 195  
Foley Trasimene Acquisition Corp. Class A  $                                         1 035  
Star Peak Energy Transition Corp. Class A  $                                         1 006  
Total  $                                       12 117  

 
 

Pershing Square Tontine Holdings (PSTH) is the most valuable company in the portfolio in 

terms of market capitalization, as of the moment the portfolio is formed. The company is listed 

on the NYSE. The second SPAC is Churchill Capital Corporation (CCIV) which is one of the 

companies that make up the portfolio. The company is listed on the NYSE on September 18, 

2020 and merger was announced on February 23, 2021 with Lucid Motors, a developer of 

electric cars. The founder of the electric car company is a former Tesla design engineer. Under 
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the agreement, CCIV’s shareholders will own 16 percent of Lucid Motors’ shares. Social Cap-

ital Hedosophia Holdings Corporation (IPOF) is traded on the NYSE and was listed in October 

2020. The company has not issued a merger during the review period. Foley Trasimene Acqui-

sition Corporation (WPF) is traded on the NYSE. On January 25, WPF announced a preliminary 

contract for a merger with Alight Solution which is a leading cloud-based provider. (Market 

Realist 2021) Star Peak Energy Transition Corporation (Star Peak) was the smallest of the com-

panies selected for the portfolio in terms of market value. In December 2020, STEM announced 

an acceptance of the merger with Star Peak (Reuters 2020). This was before the beginning of 

the period considered. STEM provides energy storage solutions through its AI-powered analyt-

ics customers, which optimizes energy consumption between different forms of storage. The 

share is currently trading on the NYSE under the name STEM, as the official merger took place 

in April, when the review period for this study has already ended. (Globe News Wire 2021) 

 

3.3 Treynor ratio 

 

Treynor ratio is another measure of performance. It does not use volatility as a measure of risk, 

but beta, i.e market risk. A beta factor is used to assess the systematic or total risk of a security 

or securities portfolio. When the odds are one, the portfolio or security changes at the same rate 

as the average return on the market. If the beta factor is less than one, the value of the object 

changes less in changes in the market index than the average return on the market, i.e. the index. 

If the value of the beta factor is more than one, the value of the item will change more as the 

market changes than the market average return. (Hodgers, Taylor & Yoder 2003) The average 

return used in this study is the return on the S & P500 index over a three-month reference period. 

The beta factor is needed to measure the Treynor index as well as the Jensen alpha. Treynor 

index is calculated according to the following formula 

 

	𝑇# =
%&'%(
)&

,     (1) 

 

where    Ti Treynor ratio for portfolio i 

   Ri Return for portfolio I  

   Rf Risk free return 

   𝛽𝑖 Beta 
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3.4 Jensen Alpha 

 
The Capital asset pricing model (CAPM) is a securities or portfolio pricing model developed 

by William Sharpe (1964) and John Lintner (1965) (Fama & French 2004). The model was the 

first to provide consistent resistance to how risk should affect expected returns. According to 

Perold (2004), “the CAPM is based on the idea that not all risks should affect asset prices. In 

particular, a risk that can be diversified away when held along with other investments in a 

portfolio is, in a very real way, not a risk at all.” Jensen’s alpha is one of three performance 

indicators between the SPAC portfolio and the S&P 500 index, the latter serving as the 

benchmark that the SPAC portfolio aims to outperform. Unlike previous performance metrics, 

Jensen’s alpha aims to model whether the return on the portfolio exceeds the return measured 

by the beta of the CAP model. A higher alpha indicates that the performance of the portfolio or 

security is better than the figure given by the CAP model. The return provided by the CAP 

model is usually considered to calculate the potential long-term return but can also be used to 

calculate the shorter-term return. (Phuoc 2018; Knüpfer & Puttonen 2018) Jensen's alpha is 

calculated according to the following formula: 

 

𝑅#(𝑡) − 𝑅𝑓 = 𝛼𝑖 + 𝛽𝑖[𝑅𝑚(𝑡) − 𝑅𝑓]   (2) 

 

where   t is the date of each pair of observations, 

   Rt is the returun on the security I, 

   Rf  is the risk free rate, 

   Rt is the reurun on the security I, 

   ai  is the alpha of security I, the security’s expected excess return 

when the market excess return is zero (ai equals zero in an efficient market), 

   Rm  is the return of the market index 

   Bi = beta 

     

4. Results 

This chapter reviews the material obtained from the data regarding the theoretical framework 

of the research. The chapter reflects the returns and performance of SPAC companies selected 

from the data as measured by various metrics compared to the market index, which in this study 
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is considered the S&P 500 index. Another topic of study is to examine the development of the 

price of the selected SPAC portfolio companies and how market information and acquisition 

news have affected the price development of the target companies. The aim of the section is to 

answer the research questions and thus see how the previously set research hypotheses hold. 

 

 

4.1 The results of SPACs-portfolio performance 

 
The returns on the individual shares of the portfolio of selected SPAC companies as well as the 

returns on the entire portfolio during the period under review can be seen in the table 3 below. 

In addition, the return of the benchmark index S&P 500 is shown in the table. During the period 

under review, the S&P 500 index has returned 5.77 percent, while the SPAC portfolio has 

returned at 29.03 percent. The returns of the formed SPAC portfolio were thus significantly 

higher than the returns offered by the market index in the short term of three months. Three of 

the companies would have made a loss during the period under review, but the return on the 

portfolio will be increased by Churchill Capital Corporation's return of 130.87 percent during 

the period under review. The table also shows the beta of each stock as well as the beta of the 

entire portfolio balanced, as it is needed when Treynor ratio and Jensen is using Alpha. The 

returns of the SPAC companies in the portfolio have been very volatile during the period under 

review, i.e. their standard deviation has been high. 

 

The high returns of the two SPACs need to be considered when considering the performance 

of the entire portfolio. With large differences in returns, it is increasingly important to select 

the right SPACs or to spread SPAC investments across multiple companies. In addition, large 

exchange rate fluctuations increase investor risk, which is good to be aware of. High volatility 

can also be seen in the SPACs of this study, as share prices have changed sharply during the 

period review.  
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Table 2. Returns and beta 

COMPANY NAME RETURN  BETA  
Pershing Square Tontine Holdings, Ltd. Class A -10,90 % 0,87 
Churchill Capital Corp IV Class A 130,87 % 0,68 
Social Capital Hedosophia Holdings Corp. VI Class A -13,10% 1,37 
Foley Trasimene Acquisition Corp. Class A -9,90% 0,39 
Star Peak Energy Transition Corp. Class A 48,49 % 2,62 
Total 29,03% 1,19 
MARKET INDEX RETURN BETA 
S&P 500 index 5,77 % 1 

 

4.1.1 Results of Treynor ratio 
 
The three companies in the portfolio, Pershing Square Tontine Holdings, Social Capital 

Hedosopy Holdings Corporation and Foley Trasimene Acquisition Corporation, produced a 

negative Treynor ratio and thus underperformed the benchmark index S&P 500. The other 

companies in the portfolio produced a higher Treynor ratio, which means that their return 

relative to market risk has been higher than the S&P 500 index. The Treynor ratio for the entire 

portfolio was 0.33, while the S&P 500 index figure for the same period was 0.057. The highest 

Treynor ratio during the period under review was obtained by Churchill Capital Corporation, 

whose Treynor ratio was 1.92, which is an excellent value. The weighted Treynor ratio was 

relatively good, although risk-based performance may not be special.  

 

Table 3. Treynor ratio 

COMPANY NAME Treynor ratio 
Pershing Square Tontine Holdings, Ltd. Class A -0,12 
Churchill Capital Corp IV Class A 1,92 
Social Capital Hedosophia Holdings Corp. VI Class A -0,09 
Foley Trasimene Acquisition Corp. Class A -0,26 
Star Peak Energy Transition Corp. Class A 0,18 
Total 0,33 
MARKET INDEX Treynor ratio 
S&P 500 index 0,057 
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4.1.2 Results of Jensen’s Alpha 
 
The excess return measured by Jensen Alpha compared to the return provided by the CAP -

model was 0.22 for the SPAC portfolio. The loss-making SPAC companies received a negative 

alpha because their return was negative during the period considered. However, the alpha of 

the entire balanced portfolio was positive and the selected, balanced, SPAC portfolio could 

have made an excess return over the market index because the alpha received by the portfolio 

is positive. On the other hand, in many cases Jensen’s Alpha is suitable as a benchmark over a 

longer period of time, which weakens the realism of the return on the SPAC portfolio here and 

should be taken into account when looking at the longer-term returns of the SPAC companies. 

Jensen Alpha is strongly boosted by two SPACs with strong positive returns, although three of 

portfolio companies made losses during the review period. The return on the selected SPAC 

portfolio compared to the S&P 500 index was expected due to the high popularity of SPACs 

during the period under review, which also significantly increased their market value.  

 

Table 4. Jensen Alpha 

COMPANY NAME Jensen Alpha 
Pershing Square Tontine Holdings, Ltd. Class A -0,16 
Churchill Capital Corp IV Class A 1,27 
Social Capital Hedosophia Holdings Corp. VI Class A -0,21 
Foley Trasimene Acquisition Corp. Class A -0,12 
Star Peak Energy Transition Corp. Class A 0,34 
Total 0,22 
MARKET INDEX Jensen Alpha 
S&P 500 index 0 

 

4.2 The impact of the merger on SPAC’s trading price 
 
Another research question in the study was how the SPAC price reacted when a market 

announces an acquisition or merger. Information about the acquisition is significant information 

for the market and therefore its impact on share price development is also significant 

information for investors. Out of SPACs traded in the U.S. in April 2021, 126 SPACs had not 

released information on the expected acquisition. There were 588 SPACs in this database in 
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total. Sub-research questions in the study were How market rumors and market news affect the 

SPACs’ share price and what is the effect of announcement of the merger or acquisition on the 

share price. This section reviews the share prices of the five selected SPAC companies for the 

period under review. The aim of the study is to examine whether there are similarities in the 

share’s price of SPACs, for example, when a potential merger has been announcement. In ad-

dition, the purpose is to find similarities between selected SPACs. There is previous research 

on SPACs trading price as a long-term review, but not at the short-run period.  

 

4.2.1 Pershing Square Tontine Holdings 
 

PSTH has not yet released a brand, but rumors of acquisitions are circulating, which may have 

raised the company’s share price sharply. The company is managed by an experienced business 

professional, as is typical of SPACs. However, the SPAC has not found a company to merge 

with, which raises the wonder why PSTH’s price has been able to be high during the period 

under review, without any concrete result from the negotiations. Of course, with a mere 

investment, PSTH would have made a loss during the period under review and performed 

significantly less than the benchmark. In the case of PSTH, it can be considered that the high 

level of appreciation comes almost exclusively from expectations of professional management 

and the general SPAC boom. Trading fluctuations have been high during the period under 

review, as in the case of SPACs, and peaked at just over $ 32 in February 2021, compared to 

around $ 24 at the end of the period under review. That is, the rate had come down about 15 

percent from the highest level. Therefore, no single reason can be said for the exchange rate 

fluctuations, nor for how the exchange rate reacts to the acquisition, as has not happened. 

(Dimitrova 2017; Market Watch 2021) 

 

4.2.2 Churchill Capital Corporation IV 
 
 

CCIV rate started to rise sharply in January and continued to do so until February, until Merger 

was announced. A potential acquisition with Lucid Motors was known in the market. In 

addition, the strong rise in the share price may have been driven by increased money and 

investor growth in the stock market over the past year, as well as various social media platforms 

that encourage people to invest in certain companies.  Rumors of the acquisition thus raised the 
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company’s share price considerably, but its confirmation also dropped the price sharply, as can 

be seen from the graph below. On the other hand, the company’s share price was at best over 

60 dollars, which is a significant overvaluation. Of course, the company’s price is still 

overvalued by many measures, but the high price is partly explained by high expectations for 

the future. (Lucid Motors 2021; Stock Market MBA 2021) 

 

In addition, the performance indicators used in the study for CCIV have been very high and 

thus also significantly increased the overall performance of the portfolio. During the period 

under review, CCIV has produced the best and the reason for this can be found in the rumors 

related to the acquisition, as well as the favorable investment environment. Investment 

recommendations spread on social media channels such as Reddit have also hit CCIV, which 

has raised the price sharply in January-February. When merger was released, the price of CCIV 

fell sharply because, in general, the value of the shares in the acquiring company falls 

momentarily. (Investopedia 2020). In the case of CCIV, the shares had already been priced on 

several occasions, as well as the hype associated with the share. In terms of the company’s 

share, Lucid Motors was compared to Tesla’s electric vehicle and a significant competitor to it, 

which could contribute to CCIV’s high trading price.  

 

After merger, the price gradually started to decline towards its true value, although the share 

price is still priced quite far into the future. In the study, the review interval was only short-

term, but as Klausner & Ohlrogge (2020) examined, in the long sun SPACs have provided 

investors with below-market returns even below the IPO price of $ 10. In the case of CCIV, 

Reddit and social media channels, and a favorable market environment contributed to the price 

increase, but the price fell directly with the announcement of the merger.  

 

4.2.3 Social Capital Hedosophia Holdings Corporation 
 

IPOF yielded a loss during the period considered and would have resulted in a loss to investors 

of almost 10 percent, which would have made investing in the benchmark S&P 500 a better 

investment. The stock has traded at a high of $ 15 during the review period, and there has been 

no real-world explanation for the high valuation level again, as no merger has taken place and 

there are no similar rumors surrounding the IPOF about CCIV, for example. In the case of 

IPOF, on the basis of the period review, it can be stated that price increases and decreases occur 
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only for speculation and faith in corporate management. In addition, the favorable market 

environment and interest in SPACs has also affected the IPOF exchange rate. In March, as 

technology stocks and SPACs fell, it was also reflected in a fall in the IPOF trading price. IPOF 

has also not been featured on social media channels in the same way as the CCIV.  

 

 

4.2.4 Foley Trasimene Acquisition Corporation 
 

During the period considered, the share price decreased and the investment in WPF would have 

resulted in a loss as the only SPAC investment. WPF announced a preliminary contract for a 

merger with Alight Solution and when merger release, the price hit to all-time high of about $ 

12.88, but quickly dropped closer to $ 10 after the release. (Market Realist 2021) Even though 

the WPF has announced a merger with Alight Solution, the price of this SPAC’s share price 

has not started to increase since then but has been steadily around $ 10. 

 

WPF has not been featured strongly on various social media platforms and the reason for the 

so-called stable trading price may be partly in it. Another possible reason could be, for example, 

unfamiliar management or the more specific terms of the contract. In addition, WPF involves 

high risks, although merger has been announced, as Alight Solutions is also an early-stage tech-

nology company whose business is not yet fully solid. Of course, this can also be taken into 

account in other SPACs’ mergers, because usually companies are early stage technology com-

panies. (Cummin, Haß & Schweizer 2014; Everhart and Amani 2020) 

 

4.2.5 Star Peak Energy Transition Corporation 

 
Star Peak was another company, in addition to CCIV, that did well during the period under 

review. There can be many reasons for the good trading price and Star Peak had already released 

the merger contract in December 2021. One reason may be that, Star Peak is managed by a 

management team and is typically experienced in SPACs and has extensive experience and 

expertise in investing, especially in the energy sector and renewable energy sources. (Globe 

News Wire 2021) 
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The trading price of the Star Peak’s share has been more stable during the period under review 

than, for example CCIV’s, although in comparison with so-called normal listed shares, Star 

Peak’s share price fluctuations are also large. Throughout the period under review, the exchange 

rate trading by around + 48 percent. The highest was $ 49 and the lower was around $ 17.90, 

which was also the starting point. When merger was announced in December with STEM, the 

price went up for the first part of the year, but towards the end of March, sales of technology 

shares in the market also feel Star Peak’s share price. Although the company has not been the 

subject of discussion and speculation on social media platforms such as CCIV on the same 

scale, the SPAC boom and favorable investment environment have certainly affected Star 

Peak’s price as well as other SPACs. (Greenspan 2021; Murray 2017) 

 

5. Conclusions and discussion 

The last chapter reviews the results of the study and discusses the future of SPACs as alternative 

investment asset. The purpose of the chapter is to be a cross-section of the main points and 

results of the study. In addition, the discussion section briefly reviews what kind of research 

and discussion around SPACs would be necessary if their role as a form of IPO grows. The 

conclusion section brings together the research results, as well as going through the research. 

 

5.1 Conclusions 

 
This study examined at the short-term return of the balanced SPAC portfolio of five SPACs 

compared to the return on the portfolio of the S&P 500 index over the same period. In addition, 

the study examined the price development of portfolio companies during the period under 

review and the factors affecting the share price, as SPACs differ significantly from normal listed 

companies and listed companies in the short term. The research questions were used to 

determine whether five selected SPAC companies can generate profits for investors in the short 

term, and how market information and the acquisition affect SPAC’s share price in the short 

term. 

 

Both hypotheses presented earlier in the study remained valid. The first hypothesis was that the 

selected SPAC portfolio during the period review performed better that the S&P 500 index. 

And the second hypothesis was that market risk and betas are higher in selected SPACs. The 
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results of the study show that the portfolio performed better between 4.1.-31.3.2021 than S&P 

500 index. At the same time, the level of risk was also higher, as the portfolio has three loss-

making SPACs. However, the study did not provide a clear answer to the research sub-

questions.  

 

Investing in five selected SPACs could have high returns to investors in the short term, but the 

risks associated with them are also high. However, within the period of study risk-adjusted 

return on the SPAC portfolio was positive by each performance measure and the S&P 500 index 

outperformed, even though the portfolio of the five companies included three loss-making 

companies. However, with well-limited research data, the returns of SPACs may not be 

considered as high, as diversification in this case would also reduce return expectations. In 

addition, larger research data could have included SPAC companies whose merger would not 

have been successful, and the capital would be returned to investors at a share price of $ 10. 

Moreover, once the merger took place, there could have been a risk that the SPACs share price 

would have fallen below $ 10, as had been found in previous studies. Otherwise the limited 

period and the general market environment may also have had a significant impact on the return 

on the SPAC portfolio covered by the study, and therefore the results of this study should be 

viewed very critically. The revitalization of central banks in the money market, and thus the 

increased money supply in the market, has also flowed into the stock market, and this may have 

some significant effect on the SPAC portfolio at the time of the review. Therefore, the market 

cycle must also be taken into account when looking at the results. 

 

Two overperformers, CCIV and Star Peak, boosted portfolio returns and both performance 

measures – Treynor ratio and Jensen Alpha – were also positive. Thus, in the case of SPACs, it 

matters considerably what SPACs to buy. In this study, even with a portfolio of five SPACs, 

three out of five made losses during the period considered, underlining the risks associated with 

SPACs. It should also be noted that only indicators based on market risk were used in the study 

– not on total risk. Total risk-based measured would also measure idiosyncratic risk, which was 

ignored in this study. Idiosyncratic risk was not considered to play such a significant role here 

that taking it into account would have added value to the veracity of the study.  

 

The information about the acquisition or merger may have a very special effect on the SPAC 

companies under investigation. SPACs differ so strongly from normal listed companies in their 

initial phase after listing, so the development of their share price is less unambiguous. In the 
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case of many SPAC companies, market rumors and outright hype have momentarily raised the 

price to a very high, overpriced price, which means that the official announcement of the 

acquisition has sharply lowered the price and thus the valuation level. CCIV discussed in this 

research is a good example of this, as the share price fell by tens of percent after the 

announcement of the acquisition. On the other hand, the price of Star Peak Transition 

Corporation did not experience a similar decline after the announcement of the merger. Even 

more the share increased after the merger announcement. The decline only occurred when 

technology shares in NYSE and Nasdaq USA fell in March. Holdings in an acquisition or 

merger also affect how the market sees the attractiveness of SPACs as an investment target after 

the acquisition. 

 

Thus, based on the research sub-questions, it cannot be concluded that the SPACs have any 

particular pattern of evolving trading price after the announcement of the merger. In any case, 

the price development of the SPACs on the basis of this material does not support any single 

explanation for how the value of the share is determined for them. However, speculation plays 

a major role in the price development of SPACs, as well as what is being said about possible 

acquisitions on social media channels. If the study had been broader or longer term, similarities 

could have been found between the SPACs that would be statistically significant. There are not 

completely similar studies on SPACs were found in previous years, so no support was received 

for them to evaluate outcome either.  

 

5.2 Discussion 

 
Research on SPACs has been carried out in the past since the early 2000s. Previous studies 

were discussed early in this study. Many of the studies were themselves related to the SPAC 

process as well as to the industries of companies merged with typical SPACs. In addition, 

research results were found in the long-term revenues of SPACs, but the studies were conducted 

before the current SPAC boom. There is limited research on current SPACs, especially from 

short-term returns and investor perspectives. Interest in SPACs as an investment target has 

grown, and thus more research is hopefully coming in the coming years. With new research and 

longer review intervals, investors can get a better picture of SPACs as an investment asset. 

Research about SPACs is certainly also needed by institutional investors, as well as those 

operating globally in the financial markets. The SPAC boom, which originally came from the 
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United States, has already spread to other stock exchanges and therefore investors as well as 

companies considering IPOs, look at how SPACs have fared so far. Also, the fate of SPACs in 

different economic cycles is also an important research topic for the future. In addition, the 

future will certainly show whether SPACs are still considered to be in questionable role, 

depending on how they create benefit for investors, as discussed by Jog and Sun (2007) in their 

study. 

 

As the number of studies about SPACs increases, it is possible to obtain significant and high-

quality studies from SPACs that have been studied over a longer period of time. In particular, 

themes that affect the trading prices of the SPACs should be explored in order to provide 

investors with reliable research on the subject. Currently, there are not rational reasons for 

SPAC pricing after listing, but social media debate, for example, affects how SPAC prices rise 

and fall. In addition, studies and discussions on the reliability of SPACs should be highlighted, 

as the debate around SPACs is currently focused on negative aspects, which is understandable. 

After 2020 and 2021, it will be seen whether the SPACs have been able to genuinely generates 

returns for investors or are they just a short-lived boom. 

 

Overall, interest in SPACs in the market has grown and awareness of the investment 

opportunities they bring has attracted attention. The SPAC ETFs discussed briefly in this work 

are an indication that investors will also be given the opportunity to invest in the form of a fund 

in SPACs, without the investor having to do their own research into which SPACs to invest in. 

The entry of SPAC-related funds into the market may also indicate investor interest in the SPAC 

market. 
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